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2 
KEY ECONOMIC INDICATORS - PAKISTAN 


All values in millions US$ Official Exchange Rate 
unless otherwise indicated : Rs.9.90 = $1.00 


Change over. . Change over 


ITEMS 1978-79 previous yr. 1979-80 previous yr. 


INCOME / PRODUCTION 

GNP at Constant (1959-60) 5081 5373R 
Prices : , 

GNP at Current Prices 19,352 22,992R 


Index of Agricultural 
Production (1969-70=100) 120 128 


Index of Largescale Manu- ; 
facturing (1969-70=100) 143.9P 


Per Capita GNP (Current 
Prices) 282 


MONEY AND PRICES 
(6/28/79) (6/26/80) 
Monetary Assets 8287 9762 


Interest Rate (%) 10 10 
(Central Bank) 


Consumer Price Index 
(1969-70=100) 


Wholesale Price Index 
(1969-70=100) 289.7 i 316.7 


Gold: and Foreign (6/28/79) (6/26/80) 
Exchange Reserves: /1 847.7 1697.2 


Free Foreign Exchange /1 371.4 741.4 
Balance of Payments /2 294 (Deficit) 180 (Surplus) 
Exports /3 (f.0.b.) 1709.6 2364.6 
Imports (c.i.f.) 3816.0 4740.3 
Exports to the US (f.0.b.) 117.6 123;3 


Imports from US (c.i.f.) 584.9 527.2 


R - Revised P - Provisional 


NOTE: All years are Pakistan Fiscal Year (PFY) July 1 thru June 30. 


SOURCE: /1 Pakistan Economic Survey 1979-80. 


/2 Monthly Statistical Bulletins, Key Economic Indicators and 
unpublished data from Statistics Division of GOP. 


/3 State Bank of Pakistan data. 
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SUMMARY. The Pakistan economy surged forward in PFY 1979-80 

(July 1, 1979-June 30, 1980) as agricultural production and indus- 
trial output grew in real terms by 6 percent. Double digit infla- 
tion marred this otherwise commendable performance; however, gov- 
ernment measures to reduce reliance on deficit spending and con- 
trol monetary expansion met with some success. Export earnings, 
worker remittances, and imports rose substantially in PFY 1979-80, 
and a $1 billion current account deficit was covered with a loan 
from the IMF Trust Fund and assistance from Saudi Arabia. A pend- 
ing agreement with the International Monetary Fund on a 3-year, 
$1.3 billion SDR Extended Fund Facility and anticipated debt re- 
scheduling negotiations should permit increased development spend- 
ing over the next few years which will stimulate economic growth 
and allow the government to address pressing social issues. The 
business outlook for PFY 1980-81 is favorable, but possible gov- 
ernment measures to institute interest-free banking cast a shadow 
of uncertainty upon the investment and commercial climate. 
Interest-free banking proposals are not expected to affect foreign 
loans or other international transactions. Prospects for larger 
U.S. sales to Pakistan in PFY 1980-81 appear to be excellent. 


CURRENT ECONOMIC TRENDS AND OUTLOOK 


The economic recovery commenced in 1977 continued in PFY 1979-80, 
and GDP growth of 6 percent was achieved for the third consecutive 
year. The outlook for the current year is equally promising as 
government policy measures, the apparent availability of external 
resources, and increased domestic demand combine to sustain a 
brisk level of economic activity. Despite regional tensions which 
have dictated growing military expenditures and accommodation of 
over 1.1 million Afghan refugees, the government has reduced its 
budget deficit and made progress in controlling excess demand for 
monetary assets. The competition for limited government revenues 
remains intense, but there seems to be growing attention to policy 
measures which address the longer term problems of structural re- 
form of the economy, urgently needed social infrastructure, and 
the elimination of regional disparities. Pakistan's balance-of- 
payments position remains intractable, but government action to 
raise the support prices paid for agricultural commodities, to 
bring about greater use of existing industrial capacity, and to 
raise the price of oil should serve to reduce the size of the PFY 
1980-81 Current Account deficit. A significant, if short term, 
respite from this persistent problem is expected to result from 
the recently negotiated agreement with the International Monetary 
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Fund on a 3-year, 1.3 billion SDR (circa U.S, $1.7 billion) Ex- 
tended Fund Facility and pending negotiations with the Aid to 
Pakistan Consortium on debt rescheduling. This assistance should 
give the government greater freedom to institute economic reforms 
and focus on the awesome challenge of providing for a 30 percent 
or more increase in Pakistan's population during the 1980s. 


AGRICULTURE 


Agricultural production, which contributes about one-third of 
Pakistan's GDP, increased by more than 6 percent during PFY. 1979- 
80--the third successive year of satisfactory performance. For 
the current fiscal year the government is forecasting a 7 percent 
rise in agricultural output. Of the four major agricultural com- 
modities, the 1981 spring wheat crop should be slightly greater 
than the record harvest registered in 1980 while the fall cotton 
crop is forecast to be about the same magnitude as in PFY 1979-80. 
The rice harvest in 1980 will be down somewhat, but sugarcane 
yields are likely to be substantially higher. 


There will be about 17 million acres of wheat under cultivation 
and, assuming favorable weather conditions, a crop of 11.3 million 
tons is anticipated. This level of production will bring Pakistan 
close to its long sought after goal of self-sufficiency, but wheat 
imports of 300-500 thousand tons will still be required. The cot- 
ton harvest which concluded in December 1980 is expected to total 
about 4.2 million bales as compared to 4.3 million bales in 1979. 
Rice production should also be normal (i.e., about 3.2 million 
tons), a level of output sufficient to allow exports of over 1 
Million tons. About 27 percent of the rice crop will be basmati 
rice which commands a top price in the export market. The PFY 80- 
81 sugarcane crop is projected at about 32 million tons, a size- 
able increase over PFY 1979-80. Only about one-fourth of this 
production is processed into refined sugar because farmers earn a 
better return by crushing cane to produce a crude brown sugar not 
under government price control. The government has maintained a 
high domestic price for sugarcane, but imports of 70,000 MT will 
be needed to meet industrial and urban demand. 


Rising income levels have brought about changes in dietary pat- 
terns, and once again Pakistan's major food shortfall will be veg- 
etable oil. Imports of about 400,000 tons are forecast for the 
1980-81 fiscal year because of rising domestic demand and a some- 
what smaller cotton crop. Livestock and minor crop production, 

a lesser but nonetheless important component of the agricultural 
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GDP, will probably increase by about 3 percent, a rate of — 
equivalent to the annual rise in Pakistan's population. 


The government forecast of higher agricultural output in PFY 80- 
81 is based on the assumption that: (a) fertilizer usage will 
continue to climb; (b) farmers will make use of improved and rust 
resistant seed; (c) agricultural credit facilities will be further 
extended; and (d) rainfall will be adequate and evenly distri- 
buted. Budgetary constraints and foreign exchange stringencies 
compelled the government to cut. back on outlays for agricultural 
subsidies in PFY 1979-80, and higher support prices will be 

needed to cover the increased cost of fertilizer and pesticides. 
Support prices for cotton were recently raised, and the government 
has announced increases in the PFY 1980-81 procurement price of 
wheat and sugar. Successful on-farm water management programs 
should contribute to better yields in the current year, as will 
the efforts by the National Logistics Cell and other government 
agencies to ensure the availability and timely distribution of 
seeds, fertilizer, and pesticides. 


INDUSTRY AND PETROLEUM 


Industrial output, which represents about 15 percent of Pakistan's 
GDP, rose by some 6 percent in PFY 1979-80, the result of govern- 

ment incentives, completion of several major industrial projects, 

growing consumer demand created by worker remittances, and higher 

agricultural sector income. 


Real output grew by about 5 percent in the large-scale manufactur- 
ing sector, which is less than the increase projected in the An- 
nual Development Plan, but well above the 3 percent growth 
achieved by large industry over the last decade. Data are not 
comprehensive, but small-scale industry apparently set a much 
quicker pace realizing a growth rate of over 7 percent, the conse- 
quence of better labor productivity and impressive rates of return 
on capital. 


The textile industry, which accounts for 30 percent of Pakistan's 
industrial production, had a satisfactory performance in PFY 1979- 
80--a 10 percent rise in the production of cotton yarn, additional 
growth in cottage industry, and after years of constant decline, a 
modest upturn in the production of privately owned textile mills. 
Textile export earnings were up sharply but export volumes re- 
mained constant as overseas sales were constrained by trade agree- 
ments. 
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Fertilizer producers recorded a 26 percent increase during PFY 
1979-80 as two new public sector companies came on stream. Two 
other fertilizer plants were under construction, and with their 
completion in 1982, Pakistan's dependence on fertilizer imports 
will be somewhat reduced. Cement, chemical, and steel companies 
raised their output by over 10 percent, and aside from sugar, 
other private sector manufacturers sustained or bettered their PFY 
1978-79 production record. 


Mergers and appointments of new boards of directors led to an im- 
provement in the PFY 1979-80 performance of public sector industry 
with both production and sales rising substantially. The pre-tax 
profits of government corporations also rose but remained low in 
relation to gross sales and capital investment. 


Oil production continues to average about 10,000 barrels a day, 
roughly 10 percent of domestic consumption. The government is 
projecting a doubling of domestic oil output in 1981 upon comple- 
tion of additional development wells but this forecast seems some- 
what optimistic. A dozen foreign companies hold exploration con- 
cessions in Pakistan, and these firms and the National Oil and Gas 
Development Corporation are committed to drilling 30 development 
and exploratory wells in the current fiscal year as compared to 
the 14 wells drilled in PFY 1979-80. A Canadian firm will conduct 
an offshore survey of the Karachi delta. Increased GOP and World 
Bank interest in oil exploration and better and more extensive 
utilization of existing energy resources are expected to provide 
Pakistan with measurable balance of payments relief. 


MONEY AND BANKING 


With the government seeking to curb credit expansion and reduce its 
dependence on deficit financing, the money supply during PFY 1979- 
80 grew by about 18 percent, a substantial improvement over the 
previous 4 year period when monetary expansion averaged 22 percent. 
Provisional data indicate that monetary growth in PFY 1979-80 was 
caused by central bank borrowing to cover an unfinanced budget 
deficit, increased public and private sector demand for working 
capital, and conversion of worker remittances. Monetary expansion 
in excess of real growth and the rising cost of imports have con- 
tinued to impact heavily on prices, and the rate of inflation ap- 
pears to be above that shown in official government indices. Some 
unofficial sources estimated inflation in PFY 1979-80 at about 12 
percent. The growth of the construction industry and expansion of 
the service sector have contributed to increased purchasing power 
unsupported by a larger output of real goods. 
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The budget deficit in PFY 1979-80 was reduced to $384 million as 
compared to $828 million in PFY 1978-79, the result of higher tax 
collections, reduced subsidy payments, and a greater drawdown of 
foreign aid. The budget for PFY 1980-81 is projected at $5.8 bil- 
lion of which $2.6 billion will be allocated for implementation of 
the Annual Development Plan. Areas receiving priority attention 
are defense, agriculture, energy, transportation, communications, 
health, and education. 


As part of its plan for "Islamization," the Martial Law Adminis- 
tration has been moving forward with proposals for a system of 
interest-free banking, and the Ministry of Finance is currently 
considering ways and means of implementing the financial recom- 
mendations of the semi-autonomous Council of Islamic Ideology. 
Among the suggestions under review are administrative charges in 
lieu of interest, price mark-ups to cover the opportunity costs 
of money lenders, and depositor participation in the profit and 
loss of banks. Interest payments on foreign loans and trans- 
actions will not be affected by the government's plans for 
interest-free banking. The uncertainty associated with antici- 
pated changes in the banking system has had a dampening effect on 
the business and investment climate. The Martial Law Administra- 
tion's sudden deduction of 2.5 percent from savings accounts on 
June 22 as an obligatory contribution to "Zakat," an Islamic form 
of tax on wealth which provides for the needy, has seemingly had 
no negative impact on the level of savings deposits. However, the 
implications of this action will have to be evaluated over time, 
and in the context of the yet to be announced government measures 
to establish a new, interest-free financial order. 


INVESTMENT OUTLOOK 


Since 1977 the Martial Law Administration has consistently sought 
to allay private investor's concern about nationalization and to 
encourage both foreign and domestic investment. Domestic invest- 
ment in agriculture, transportation, real estate, and services has 
risen appreciably, but private sector commitments to large indus- 
trial projects with longer payback periods continues to lag because 
of political uncertainties and the lack of a clearly defined labor 
policy. Pakistan's labor laws and certain tax revenues do not 
apply to small companies and dynamic growth has been occurring in 
this area. 


New project sanctions recorded in PFY 1979-80 by government invest- 
ment banks and the Investment Promotion Bureau rose by over 60 
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percent to a record $663 million. These ventures, some of which 
are not always pursued to completion, normally take about 18 
months to materialize. Over half of these investment proposals 
were put forward by businesspeople from the Persian Gulf area. 

By contrast, the Karachi Stock Exchange has been in the doldrums 
with total market capitalization declining by 10 percent since 
the first of the year. Gross fixed capital formation rose in PFY 
1979-80 to 17.5 percent of GNP, the consequence of large outlays 
by Autonomous Government Organizations and a higher level of pri- 
vate sector activity. Foreign assistance and worker remittances 
still account for much of Pakistan's economic growth as domestic 
Savings only amount to about 5 percent of GNP. 


FOREIGN TRADE AND BALANCE OF PAYMENTS 


The balance-of-payments situation took a favorable turn in PFY 
1979-80 as export income and worker remittances climbed sharply. 
This was accompanied by an improvement in the terms of trade 
brought about by higher export unit values. Increased sales of 
rice and raw cotton and the rising price of petroleum distillates 
and carpets were largely responsible for the growth in export in- 
come. Pakistan's import bill for PFY 1979-80 came to $4.7 bil- 
lion, a sum double export earnings. Larger purchases of fertil- 
izer and vegetable oil, greater inflows of foreign aid-financed 
Capital equipment, bigger private sector expenditures for raw 
materials and capital goods, a growing level of defense spending, 
and a doubling of outlays for POL accounted for a 24 percent in- 
crease in expenditures for imports. A billion dollar PFY 1979-80 
current account deficit was covered by short term borrowing, for- 
eign loan disbursements, funds from the IMF's Trust Fund, and 
loans and foreign exchange deposits from Saudi Arabia and other 
OPEC countries. The rapid growth of worker remittances, which 
amounted in PFY 1979-80 to over $1.7 billion, has helped reduce 
Pakistan's current account deficit to about 4 percent of GNP as 
compared to about 7 percent in PFY 1976-77. 


The government's external debt now amounts to over $10 billion, 
and growing amortization obligations have sharply reduced net for- 
eign assistance available for development. This has caused the 
government to seek a 3 year 1.3 billion SDR Extended Fund Facility 
(EFF) from the IMF and to press for multi-year debt rescheduling. 
The Aid to Pakistan Consortium is committed to Paris Club talks 

on the rescheduling of PFY 1980-81 debt, and these negotiations 
are expected to take place later this year. 
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Pakistan's gold and foreign exchange position eased somewhat in 
PFY 1979-80 as gross reserves climbed to about $2.0 billion in 
mid-March. Gold holdings are not available for the financing of 
current account deficits, and there was a run down of reserves in 
June and July which caused the government to borrow $200 million 
on a short term basis in the U.S. and Euro-dollar markets. The 
uncovered balance of payments gap for PFY 1980-81 appears to be 
about $700 million but EFF drawdowns, probable agreements on debt 
rescheduling, and financial assistance from OPEC oil producers 
will in all likelihood cover this shortfall and permit a needed 
buildup of foreign exchange reserves. 


IMPLICATIONS FOR THE U.S. 


Pakistan's restrictive import regime was liberalized somewhat at 
the beginning of PFY 1980-81 to allow importers to bring in 125 
percent of the value of their PFY 1978-79 imports (or an average 
of imports during the previous 3 year period) and by reducing 
margin requirements on letters of credit for industrial raw ma- 
terials and some other goods. A further liberalization of the 
import regime is anticipated as a result of government negotia- 
tions with the IMF on an Extended Fund Facility and Pakistan's 
imports in PFY 1980-81 may total as much as $5.5 billion. 


Some U.S. companies operating in Pakistan are proceeding with ex- 
pansion plans, while other U.S. concerns have recently shown in- 
terest in equity investment and licensing proposals in collabora- 
tion with local companies. U.S. firms have been generally satis- 
fied with their operations in Pakistan and returns on investment 
have been satisfactory. The government has asked foreign busi- 
nesses with a high percentage of foreign-owned equity to convert 
to public limited companies by selling shares to Pakistani na- 
tionals. Several foreign firms including some U.S. businesses 
have complied with this request by offering stocks for public 
subscription. 


The export outlook for U.S. business is improving, and there seem 
to be excellent opportunities for sales of edible oils; edible oil 
processing, wheat, and rice milling and other food processing 
equipment; animal tallow; chemicals, pharmaceuticals, and fertil- 
izers; chemical and fertilizer plants; synthetic fibers and yarns; 
spinning, weaving, and finishing machinery for cotton, woolen, and 
synthetic textiles; hosiery knitting and garment manufacturing 
equipment; telecommunications and power generation and distribu- 
tion equipment; railroad, mining, construction and earthmoving 
equipment; and oil and gas field rigs including pipe and related 
materiel. 


# U. S, GOVERNMENT PRINTING OFFICE : 1981--341-007/358 








ORDER FORM To: Superintendent of Documents, 


Enclosed is $ _______ D. check, 
O money order, or charge to my 
Deposit Account No. 


Cie id A) 


Order No. 


Simplify your search with 
COMMERCE PUBLICATIONS 
UPDATE! 


Tracking down needed information can be 
frustrating, expensive, and time consuming. If 
you’re a user of Commerce Department 
publications, Commerce Publications Update 
can help. 


For only $17 a year, you'll get a handy biweekly 
newsletter announcing 100-200 new U.S. 
Department of Commerce publications, reports, 
pamphlets, charts, periodicals—even news 
releases. You'll get titles, prices, complete 
ordering instructions, and annotations where 
appropriate. 


Every two weeks, you'll learn what we've issued on 
exporting . . . current economic indicators 

... housing starts... marketing . . . the weather 
... foreign economic trends . . . fisheries 

. .. telecommunications . . . population . . . and 
much more. 


Get your information the easy way. Use the order 


card to subscribe to Commerce Publications 
Update today. 


U.S. Department of Commerce 


U.S. Government Printing Office, Washington, D.C. 20402 
Credit Card Orders Only 


Total charges $_____ Fill in the boxes below. 


Came ELLIL ALLE TIT rr 
Card No. 

Expiration Date 

Month/Year Cas 


Please enter my subscription to COMMERCE PUBLICATIONS UPDATE (CPU) (File code 2-E) 


at $17 per year. (Add $4.25 for other than U.S. mailing.) 
Company Name 


Ph Bei eee a eel J 
baked LEAL) 


Individual’s Name—First. Last 
Street address 


City State 


dete EL! 


(or Country) 


PLEASE PRINT OR TYPE 


ZIP Code 








